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OATH OR AFFIRMATION

Jay Johnson swear or affirm that to the best of my knowledge and belief the accompanying
financial statement and supporting schedules pertaining to the firm of CALLAHAN FINANCIAL
SERVICES INC as of October 31 2010 are true and correct further swear or affirm that neither

the company nor any partner proprietor principal officer or director has any proprietary interest in any
account classified solely as that of customer except as follows

Signa

Executive Vice President

Title

Notary Public

SHASHI BHAGAT
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201
My Commission Expius Joiucny

II Facing page

Statement of Financial Condition

E1 Statement of Income Loss

Statement of Changes in Financial Condition Statement of Cash Flows

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims or Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital
Under Rule 15c3-l and the Computation for Determination of the Reserve Requirements
Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition
with respect to methods of consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since

the date of the previous audit

E1 Independent Auditors Report on Internal Control Required by SEC Rule 17a-5

For conditions of confidential treatment of certain portions of this filing see section 240.17a-5e3
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DoEIuN MAYHEW
Certified Public Accountants and Consultants

Independent Auditors Report

To the Board of Directors and Stockholder

of Callahan Financial Services Inc

We have audited the accompanying balance sheet of Callahan Financial Services Inc the

Company as of October 31 2010 and the related statements of income changes in stockholders

equity and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under the

Securities Exchange Act of 1934 These financial statements are the responsibility of the

Companys management Our responsibifity is to expessan opinionon these financial statements

based on our audit The financial statements of Callahan Financial Services Inc as of October 31

2009 were audited by other auditors whose report dated December 28 2009 expressed an

unqualified opinion on those statements

We conducted our audit in accordance with auditing standards generally accepted in the United

States of America Those standards require that we plan and perform to obtain

reasonable assurance about whether the financial staternen1 are free of materIal mistatement An
audit includes examining on test basis evidence supporting the amounts and disclosures in the

financial statements An audit also includes assessing the accounting prmciples used and

significant estimates made by management as well as evaluating the overall financial statement

presentation We believe that our audit provides reasonable basis for ouE opinion

In our opinion the financial statements referred to above present fairly all natenal respects the

financial position of Callahan Financial Srhce Inc as of October 31 2010 and the results of its

operations and its cash flows for the year then eided iii conf6rmity with accounfing principles

generally accepted in the United States of America

755 West Big Beaver Road Suite 2300 Troy Michigan 48084-0231 Phone 248.244.3000 Fax 248.244.3090 www.doeren.com
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DOEREN MAYHEW

Our audit of the 2010 financial statements was conducted for the purpose of forming an opinion on

the basic 2010 financial statements taken as whole The supplemental schedules of the Company
as of October 31 2010 Computation of Net Capital for Brokers and Dealers Pursuant to Rule

15c3-1 under the Securities Exchange Act of 1934 and Computation for Determination of Reserve

Requirements for Brokers and Dealers Pursuant to Rule 15c3-3 under the Securities Exchange Act of

1934 are presented for the purpose of additional analysis and are not required part of the basic

financial statements but are supplementary schedules required by Rule 17a-5 under the Securities

Exchange Act of 1934 Such schedules have been subjected to the auditing procedures applied in

the audit of the basic 2010 financial statements and in our opinion are fairly stated in all materials

respects in relation to the basic 2010 financial statements taken as whole

DOEREN MAYHEW

December 29 2010

Troy Michigan
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CALLAHAN FINANCIAL SERVICES INC

BALANCE SHEETS

Total assets

October 31
2010 2009

246436 119337

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Account payable related party note

Accrued expenses

Total liabilities 53617 22153

Stockholders Equity

Capital stock no par value $150 stated value 100 shares

authorized issued and outstanding

Additional paid-in capital

Accumulated deficit

15000

403656

225837

15000

376356

294172

Total stockholders equity 192819 97184

Total liabilities and stockholders equity 246436 119337

See accompanying notes to financial statements

ASSETS

Cash and cash equivalents notes and

Account receivable

Related party note

Other

Investment in limited liability limited partnership note

Equity in undistributed earnings from limited liability

limited partnership note

Other assets

205832 61645

29442

8000

10100

10100
3162

19904

10100

24549

3139

35162

18455 22153

DOEREN MAYHEW -3-



CALLAHAN FINANCIAL SERVICES INC

STATEMENTS OF INCOME

Year Ended

October 31
2010 2009

Income

Earnings loss limited partnership 10100 24549

Reimbursements for operating expenses note 618156 566041

Interest income 123 2500

Total income 731 593090

Expenses

Contract services 584113 523378

Regulatory and compliance 18072 16777

Other 15972 25886

Total expenses 618157 566041

Income Before Income Taxes 112946 27049

Income Taxes 27300 9738

Net Income 85646 17311

See accompanying notes to financial statements

DOEREN MAYHEW



CALLAHAN FINANCIAL SERVICES INC

STATEMENTS OF STOCKHOLDERS EQUITY
FOR THE YEARS ENDED OCTOBER 312010 AND 2009

Total

Stockholders

Equity

84103

13968

9738

17311

97184

17311

27300

85646

192819

85646

225837

Balance November 2008

Cash dividends paid

Capital contribution

Additional

Number Capital Paid-in Accumulated

of Shares Stock Capital Deficit

100 15000 366618 297515

13968

17311

100 15000 376356 294172

l73i1

9738

Net income
__________ _________ __________

Balance October 31 2009

Cash dividends paid

Capital contribution 27300

Net income

Balance October 31 2010 100 15000 403656

See accompanying notes to financial statements
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CALLAHAN FINANCIAL SERVICES INC

STATEMENTS OF CASH FLOWS

Year Ended

October 31
2010 2009

Cash Flows From Operating Activities

Net income

Adjustments

Loss earnings from limited partnership

Changes in assets and liabilities

Decrease increase in accounts receivable

Related party

Other

Decrease increase in othØrasŒs

Increase accounts payable -relafØd party

Dcrease accrued expenses _____________ ______________

Cash Flows From Iniestiüg Activities

Disthbutions received from limited partuerslup 24549

Cash Flows From Financing Activities

Capital contribution

Dividends paid to parent ____________ ____________

Net cash provided from used in fiiiancing

activities 9989 4230

Net Increase in Cash and Cash Equivalents 144187

Cash and Cash E9uivalents Beginning 61645 ___________

Cash and Cash Equivalents Ending 205832 61645

Schedule of Noncash Financing Activities

Noncash capital contribution 27300 9738

See accompanying notes to financial statements

85646

10100

9538
8000

23
35162

3698

Net cash provided from operating activities 109649

17311

24549

12918

9189

2340

12529

13968

9738

1396817311

22267

39378

DOEREM MAYHEW 6-



CALLAHAN FINANCIAL SERVICES INC

NOTES TO FINANCIAL STATEMENTS

OCTOBER 31 2010 AND 2009

Note Nature of Business and Significant Accounting Policies

Nature of Business

Callahan Fmancial Services Inc the Company was mcorporated on March 13 1987

for the purpose of serving as the general partner with an initial 15 percent ownership

interest in Callahan Credit Union Financial Services LLLP the Partnership or

CUFSLP see Note The Partnership was organized to serve as the administrator of

the Trust for Credit Unions the Trustadivrsified management investment company
for investment by state and federai1ycharçred çediI i4qps..In addition to serving as

the general partner of the Partnership the Comp4 cts the di iibtdor of the units of

the portfoliOs of the Trust The Company is wholly owned subsidiary of Callahan

Associates Inc

In addition to the reimbursed operating expenses another source revenue for the

Company is its equity interest in the eaniig and losses of the Partnership The

primary source of revenue for the Partnership is an administration fee paid by the Trust

Administration Fees

The Partnership eÆx fee for its service as administrator of the Trust for Credit Unions

Per the Trust for Credit Unions prospectusadministration fees as percentage of the

portfolio average daily net assets are as follows 0.10% for the Money Market Portfolio

0.05% for the Ultra-Short Duration Government Portfolio and 0.05% for the Short

Duration Portfolio

Effective February 12009 CUFSLP voluntarily agreed to limit administration feewith

respect to the Money Market Portfolio to 0.05% of the first $300 millionof average daily

net assets 0404% of the next $700 million of average daily net assets 0.03% of the next $1

billion of average daily net assets and 0.02% of average daily net assets over $2 billion

From July 1997 to January 31 2009 CUFSLP voluntarily agreed to limit its

administration fees wIth
respect tothe Money Market Portfolio to 0.02% of the Portfolios

average daily net assets The cumulative results of these actions resulted in fee waivers

of approximately $212400 in 2010 and $795100 in 2009 related to the Money Market

Portfolio

DOEREN MAYBEw



CALLAHAN FNANCIAL SERVICES INC

NOTES TO FINANCIAL STATEMENTS

OCTOBER 31 2010 AND 2009

Note Nature of Business and Significant Accounting Policies Continued

Administration Fees Continued

The administration fee for the Ultra-Short Duration Government Portfolio is paid at an

annual rate of 0.05% of average daily net assets of the Ultra-Short Duration Government

Portfolioof the Trust

The administration fee of the Short Duration Portfolio is paid at an annual rate of 0.05%

of the average daily net assetsqf theShort Dtratix Portfolio of.the Trust

Administrator

BNY Mellon is the provider of key administrative services for the Trust including

custody transfer agent and regulatory administration Goldman Sachs Co.s role is

solely an investment adviser to the Trust

Bais of Presentation

The Companys financial statement are prepared on the accrual basis of accounting

whereby revenue is recognized .when earned and expenes are recognized when
incurred

The Company is currefttly operating under the provisions of Paragraph k1 of Rule

15c3-3 of the SEC Broker Dealers operating underthe provisions of Paragraph k1 and

are exempted from the requirernnt to make the reserve computations under Rule 15c3-3

DOEREN MAY HEW



CALLAHAN FINANCIAL SERVICES INC

NOTES TO FINANCIAL STATEMENTS

OCTOBER 31 2010 AND 2009

Note Nature of Business and Significant Accounting Policies Continued

Income Taxes

The Company files consolidated federal income tax return with..its parent Income

taxes are based on an allocation calculated as if the Company was filing separate tax

return In addition the Company files District of Columbia income tax return

During the years ended October 31 2010 and 2009 the Company seled $27300 and

$9738 of income taxes payable to its parent company CallanAssociates Inc by the

parent contributing the payable to the Company as contributed capital

Investment and Earnings in Limited Liability Limited Partnership

The Company accounts for its investment in the limited liability limited partnership

using the equity method Under the equity method the Company recognizes its

respective percentage of earnings in the limited liability limited partnership

When general partner controls limited partnership and the limited partners have

certain rights sole general partner in limited partnership would be presumed to

control that limited partnership and therefore would be required ..o include the limited

partnership in its consolidated financial statements regardless of the extent of the sole

general partners ownership interest-in the limited partnership unless the presumption of

the general partners control can be ovetcome

Section 11.01 of the Amended and Restated Certificate and Agreement of Limited

Partnership provides the limited partns with substantive rights.in tht majority in

interest of the limited partnershas the.Ti.gtu$n thirty days rior written notice given

to the general partner and all limited partners to remove the geneial partner without

cause Company management asserts that the rights of the limited partners are

substantive and therefore would overcome the presumption of control and
consolidation by the sole general partner

DOEREN MAYHEW



CALLAHANFINANCAL SERVICES INC

NOTES TO FINANCIAL STATEMENTS

OCTOBER31 2010 AND 2009

Note Nature of Business and Significant Accounting Policies Continued

Cash and Cash Equivalents

Cash and cash equivalents includes cash deposits in financial institutions and highly

liquid mutual fund investments For these instruments the carrying amount

approximates fair value

Reimbursements for Operating Expense

Un4er terms of heCerUficateandAgrement of Limited Partnership the Companys
incurred operating pensesarereimburedby the Partnership The Company is

required to reflect these reimbursementsreceived for expenses incurred as revenue in the

statementofincome

Estimates

The preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America requires management to make

estimates and assumptions that affect the reported amounts .of assets and liabilities the

disclosure of contingent assets and 1jabjlities at the date of thefinancial statements and

the reported amount of revenues and expenses during the reporting period Actual

results could.differ from those estimates

Note2 Investrnentin Limited Liability Limited Partnership

Th Cryinitially acquid 15 perent .erest in the Partnership for an investment

Qf $1O0 continues tp sere as the general partner to the Partnership

while the majority mterest belongs to various credit unions and credit union service

organizations that serve as liinited partrers The net profits and losses of the

Partnership are allocated among the partners in accordance with the terms of the

Certificate and Agreement of Limited Partnership as amended Should the Partnership

be terminated net assets available for distribution will be distributed first in proportion

to the partners net capital accounts until such capital accounts have been reduced to zero

and then to the partners in accordance with their respective participation percentages

DOERENMAYHEW 10



cALIAa NFINANcIALsERvIcEs INC

NoTEs To FINANQALTATEMENTS

OCTOBER 31 200AND 009

Note Investment in Limited Liability Limited Partnership Continued

Individual capital accounts are maintained for each partner of the Partnership Earnings

and losses of the Partnership are generally allocated among the partners as follows

general partner 15% Class liæiitedpartners- 80% and Class limited partner

5% However the terms of the Certificate and Agreement of Limited Partnership as

amended thio ugh July 2008 preclude alldcatiigaiy further losses to partner or class of

partners once the partners capital accOunt readies zero as lông as another partner or

class of partners niaintains positive capital balance Tn accordance with partnership

dividend policy all net income in excess of those allocated to recover partner capital

contributions are distributed as dividends to the partners consistent with their

partnership interests These allocations are in accordance with Section 704b of the

Internal Revenue Code The Partnership will not be making distribution related to

2010

During fiscal rear 1991 and in accordance with the approval of the Class limited

partners Callahin Associates Inc purchaed the Class limited partners interest in

the Partnerhip This intØrØsIwas purchased for its original face value of $10000 from

the original Class limited partner This Class interest was contributed to the

Company and increased its total partnership interest in the Partnership to 20 percent

The Company owns both general partner and limited partner interests

The Company accounts fdt its invØstthØæiin the Partnership usingthe equity method of

accounting Under the equity method of accounting the investment is recorded at its

initial cost and is increased th decreaed fOi the COmanys share of the subsequent

earnings or losses of the Partnership as specffied in the Certificate aid Agreement of

Limited Partnership as amended and is decreased by distributions rØcØived The

Companys share of losses is limited to the amount of its invØstmØnt as lông as another

partner or class of partners maintains positive capital balance The amOunts reported

the accompanymg financial statements reflect this allocation method

Doirnr MAYIIEW 11



CALLAHANFINANCIAL SERVICES INC

NOTES TO FINANCIAL STATEMENTS

OCTOBER31 2010 AND 2009

Note Investment in Limited Liability Limited Partnership Continued

The Partnerships condensed balance sheets as of October 31 2010 and 2009 and

condensed statements of income for the years ended October 31 2010 and 2009 are as

follows

Condensed Balance Sheets

October 31

2010 2009

393496

151800

1923477

475000

65546

1141083

1951084

370000

75205

3.537.372

209529

122743

332272

100

3195000

10000

3205100

3.009.319

204275

Assets

Cash cash equivalents and certificates of deposit

Loan receivable

Investment in loan participations

Investment in limited liability company
Other receivables and prepaids

Total assets

Liabilities

Accrued expenses and accounts payable

Distributions payable

Total liabilities 204275

Partners Capital

GºeraFparther
Class limited partners

Class limited partner

Total partners capital

2805044

Total liabilities and partners capital

2805044

3.009319 3.537.372

DOEREN MAYHEW -12-



CALLAHAN FINANCIALSERVICES INC

NOTES TO FINANCIAL STATEMENTS

OCTOBER31 21OAt.I12009

Note Investment in Limited Liability Limited Partnership Continued

Condensed Statements of Income

Year Ended

October 31
2010 2009

Revenues 643844 1091338

Expenses 1043900 968595

NØtin come loss 400.056 122243

Note Related-Party Transactions

The Company shares office space with and obtains clerical support from its parent

Callahan Associates Inc which charges the Company for these costs based on an

expense-sharing agreement Under the terms of the Certificate and Agreement of

Limited Partnership the majority of expenses charged to the Company by Callahan

Associates Inc and mcurred by the Company were reimbursed by the Partnership

The Companyis required to reflect reimbursements received forexpenses incurred as

revenue in the statements of income Revenue and expenses recorded relating to the

reimbursement of expenses by the Partnership under the terms of this agreement for the

years ended October 31 2010 and 2009 were $618156 and $566041 rspectively The

Partnership also pays regulatory compliance costs incurred by the company in fulfilling

its responsibility as general partner of the Partnership

The Company had funds on deposit with the NIH Federal Credit Union limited

partner of the Partnership totaling $185915 aæd$41756 as of October 31 2010 and 2009

respectively The Company had investments in Goldman Sachs Co mutual funds of

$19917 and $19889 at October 31 2010 and 2009 respectively The Company had

accounts receivable due from the Partnership of $29442 and $19904 at October 31 2010

and 2009 respectively The Company had accounts payable due to the Partnership of

$35162 and $-0- at October 31 2010 and 2009 respectively

DOE REN MAYHEW 13



CALLAHAN FINANCIAL SERVICES INC

NOTES TO FINANCIAL STATEMENTS

OCTOBER 31 2010 AND 2009

Note Net Capital Requirements

As broker-dealer the Company is subject to the regulatory capital requirements set

forth by the Securities and Exchange Commission Uniform Net Capital Rule This rule

requires the maintenance of minimum net capital as defined As of October 31 2010

and 2009 the Companys net capital totaled $151817 and $39094 respectively which is

in excess of its required capital of $5000 Additionally under this rule aggregate

indebtedness as defined car not exceed 1000 percent of net capital The Companys

percentage of aggregate indthtdhess to net capitÆlwts 35% and 57% at October 31 2010

and 2009 respectively

Note Subsequent Events

Management has performed an analysis of the activities and transactions subsequent to

October 31 2010 to determine the need for any adjustments to and/or disclosures within

the audited financial statements as of and for the year ended October 31 2010

Management has performed their analysis through December 29 2010 which is the date

the financial statements were available to be issued

D0EREN MAYHEW 14
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NET CAPITAL

TOTAL STOCKHOLDERS EQUITY QUALIFIED FOR NET CAPITAL

DEDUCTIONS AND/OR CHARGES
Nonallowable assets

Investment in and receivable affiliates subsidiaries and

associated partnerships

Other assets

Total deductions and/or charges ______

Net capital before haircuts on security positions

HAIRCUTS ON SECURITIES

Trading and investment securities

Other securities

NET CAPITAL

AGGREGATE INDEBTEDNESS

TOTAL AGGREGATE INDEBTEDNESS

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
MINIMUM NET CAPITAL REQUIRED 6-2/3% of aggregate indebtedness

of $5000 minimum
_____________

EXCESS NET CAPITAL

EXCESS NET CAPITAL AT 1000% OF AGGREGATE INDEBTEDNESS

PERCENTAGE OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

There are no material differences between the above computation and the computations included in

the Companys corresponding unaudited Form X-17a-5 filing

CALL AHAN JJNANCIAL SERVICES INC

COMPUTATION OF NET CAl .ITAL FOR BROKERS AND DEALERS PURSUANT

TO RULE 15c3-1 UNDER THE SECURITIES EXCHANGE ACT OF 1934

OCTOBER 312010

192819

37442

3162

40604

152215

398

151817

53617

5000

146817

146455

35%

DoE REN MAYHEW -16-



CALLAHAN FINANCIALSERVICES INC

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS FOR

BROKERS AND DEALERS PURSUANT TO RULE 15c3-3 UNDER THE

SECURiTIES EXCHANGE ACT OF 1934

OCTOBER 312010

Callahan Financial Services Inc the Company is exempt from the provisions of Rule 15c3-3

under the Securities Exchange Act of 1934 the Rule in that the Companys activities are limited to

those set forth in the conditions for exemption appearing inParagraph k1 of the Rule

.4 ._1

DOEREN MAYHEW 17



DOEREN MAYHEW
Certified PublicAccountants and Consultants

Board of Directors

Callahan Financial Services Inc

Washington D.C

In planning and performing our audit of the financial statements of Callahan Financial Services Inc

the Company Delaware corporation as of and for the year ended October 31 2010 in accordance

with auditing standards generally accepted in the United States of America we considered the

Companys internal control Over financial reporting internal control as basis for designing our

auditing procedures for the purpose of expressing our opinion on the financial statements but not for

the purpose of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of such practices and procedures that

we considered relevant to the objectives stated in Rule 17a-5g in making the periodic computations of

aggregate indebtedness or aggregate debits and net capital under Rule 17a-3a11 and for

determining compliance with the exemptive provisions of Rule 15c3-3 Because the Company does not

carry securities accounts for customers or perform custodial functions relating to customer securities

we did not review the practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and

the practices and procedures referred to in the preceding paragraph In fulfilling this responsibility

estimates and judgments by management are required to assess the expected benefits and related costs

of controls and of the practices and procedures referred to in the preceding paragraph and to assess

whether those practices and procedures can be expected to achieve the SECs above-mentioned

objectives Two of the objectives of internal control and the practices and procedures are to provide

management with reasonable but not absolute assurance that assets for which the Company has

responsibility are safeguarded against loss from unauthorized use or disposition and that transactions

are executed in accordance with managements authorization and recorded properly to permit the

preparation of financial statements in conformity with generally accepted accounting principles Rule

17a-5g lists additional objectives of the practices and procedures listed in the preceding paragraph

-1-
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DOEREN MAYHEW

Because of inherent limitations in internal control and the practices and procedures referred to above

error or fraud may occur and not be detected Also projection of any evaluation of them to future

periods are subject to the risk that they may become inadequate because of changes in conditions or

that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is deficiency or combination of deficiencies

in internal control over financial reporting that is less severe than material weakness yet important

enough to merit attention by those responsible for oversight of the Companys financial reporting

material weakness is deficiency or combination of deficiencies in internal control over financial

reporting such that there is reasonable possibility that material misstatement of the Companys
annual or interim financial statements wifi not be prevented or detected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with

the Securities Exchange Act of 1934 and related regulations and that practices and procedures that do

not accomplish such objectives in all material respects indicate material inadequacy for such

purposes Based on this understanding and on our study we believe that the Companys practices and

procedures were adequate at October 31 2010 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC the Financial Industry Regulatory Authority FINRA and other regulatory agencies that rely on

Rule 17a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers and

dealers and is not intended to and should not be used by anyone other than these specified parties

DOEREN MAYHEW

December 29 2010

Troy Michigan
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